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Karen

GoodAfternoon Pleasefindattachedourcommentsregardingtheproposedexportindex

Pleaseletmeknowifthereisanythingelseyouneed

Thankyou

DaveBriggs
TSCContainerFreight
dbriggs@tsccontainerfreightcom
6304931401tel
6304931402fax
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FMCExportIndex ResponsetoNOI

Indexesincreasetransparency allowingforhedginginstrumentstobelinkedtotheindexes which
allowsforparticipantstomanageforwardpricerisk Todaypricingisdoneonacontractualbasis but
ratesareusuallysubjecttosomesortofrateincrease GRI bunker etc andrarelyvalidforlongerthan
30days Duetothisuncertaintyinprice Containerizedgrainshippersrarelyselldeferredtonnage and
potentialmisssalesduetothis

Questions

1 Isthereanythingthatpreventsprivateindexdevelopersandpublishersfromdevelopingindices
ofthekindbeingsoughtbytheUS agriculturalexporters
Privateindexprovidersdonthaveaccesstocontractedrates whicharespotratesduetothe
assessorialclausesthatallowforincreasesandlimitedvalidityoftheratesintheservice
contracts

2 Hasyourcompanyusedorconsideredusinganyexistingfreightrateindextoadjustratesin
itsexportservicecontractsortohedgefreightraterisk Ifso whatisyourcompanysview
ontheproductsitusedorconsidered
Currentlythereisntanindexthatcorrelateswithratesonthemainexportlanesforgrain
Ourcompanywilluseanexportindexandwillhedgeourfreightrisk onceanindexthat
correlateswiththemarketbecomesavailable

3 WoulditbeappropriatetouseservicecontractdatafiledconfidentiallywiththeCommissionto
developindicesofthekindbeingsoughtbyUS agriculturalexporters assumingthedatais
aggregatedsoastoprotecttheidentityofindividualshippersandoceancarriersbeforebeing
releasedtothepublicintheformofanaveragerateorindex
Usingservicecontractdataisexactlywhatisappropriate aslongasitisaggregatedandno
contractcounterpartiesareidentified

4 Shouldtheseindicesbeoptimizedforuseinservicecontracts foruseinfinancialhedging
instruments orboth Theseindexesshouldbeoptimizedfortheuseinservicecontracts andfor
theuseinfinancialhedginginstruments

5 Whatkindofcompetitiveissueswouldthepublicreleaseofabroadlybasedorrouteand
commodityspecificrateindexcreateforUS exportshippersoroceancarriers Thisshould
increasethecompetitivenessofUScontainerizedexportsbyreducingthesoftcostsassociated
withconstantrenegotiation andbyprovidingtheoptiontotransferforwardpricerisktothe
derivativemarkets

6 IfdevelopedusingservicecontractdatafiledwiththeCommission shouldaUS exportrate
indexberouteandcommodityspecificorshoulditbemorebroadlybased Iftheformertypeof
rateindexwouldbemoreusefultoyourbusiness explainwhattypeofcommodity specific
route publicationfrequency orotherindexrelatedfactorsaremostneededTheindexshouldbe
routeandcommodityspecific 40 Grain Corn Soybeans Wheat etc andFeedProducts
Meals Feedingredients DDGetc ratesfromChicagotoKaohsiung Publishedweeklyinall in

dollaramountsper40



7 Shouldeitherorbothpartiestoaservicecontracthavetheoptionofnothavingtheircontract
ratesincorporatedintoanindex Thebroaderthedatasetthebetter Ifyoutradeonthatlane
thatinformationshouldbeincludedintheindex

8 IfmadeavailablebytheCommission howwouldanexportrateindexaffectyourcompanys
exportsales Anexportindexhasthepotentialforincreasingexportsales providedtherestof
thesupplychainallowsforthetradetohappen grainvaluesatorigin hopperrailandtruck
economics valueofalternativeproducts competingcountriesdeliveredvalues etc

9 IfmadeavailablebytheCommission howlikelyisyourcompanytouseanexportrateindexin
itsservicecontractstoadjustrates ItisverylikelythatwewilluseanIndexlinkedservice
contractwhenaviableexportindexbecomesavailable

10 Hasyourcompanyorrelatedsubsidiarytradedinfreightderivatives Ifso describethat
experienceandtheoutcomesobtained Wehavetradedfreightderivativestomanageforward
pricerisk Theseinstrumentsworkastheyareintended

11 IfaUS exportrateindexismadeavailablebytheCommission howlikelyisyourcompanyto
tradeinaderivativesmarketbasedonthatindex Wewilltradeinthederivativemarketbased
onanindexthatcorrelateswithwhatweseeinthephysicalmarket

12 WhatimpactwouldtradinginafreightderivativemarketbasedonaUS exportrateindexhave
onthephysicalUS exportcontainermarket Havingaforwardmarketshouldincrease
containerizedexportbyallowingshipperstoofferdeferreddeliveredvalues Todayshippers
cannotofferdeferreddeliveredvalueswithoutassumingenormousamountsofrisk


